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The Trustees are responsible for the governance and investment of the Scheme’s assets. The Trustees consider that the
governance structure set out in this SIP is appropriate for the Scheme as it allows the Trustees to make the important
decisions on investment policy, while delegating the day-to-day aspects to the relevant Advisers and Investment Manager.
The responsibilities of each of the parties involved in the Scheme’s governance are detailed in Appendix A.

02 Scheme Governance
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The Principal aims are as follows:

>
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The aim of the return-seeking assets (e.g. equity funds and diversified growth funds) is to provide additional expected
return above that achieved by the hedging assets, consistent with the investment objectives.
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05.01 Mandate and Performance Objectives
Based on the structure set out in the Appendix, the Trustees consider the arrangements with the Investment Managers to
be aligned with the Scheme’s overall strategic objectives. Details of each specific mandate are set out in guidelines,
agreements and pooled fund documentation with each Investment Manager.

The amounts allocated to any individual category or security will be influenced by the overall benchmark and objectives,
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06.01 Pooled funds
The Trustees will monitor the performance of the pooled funds against the agreed performance objectives. The Trustees,
or the Investment Adviser on behalf of the Trustees, will regularly review the performance of the pooled funds to satisfy
themselves that the funds selected remain suitable for the investment objectives.

The Trustees will receive regular performance monitoring reports from the Investment Adviser which consider performance
over the quarter, one and three year periods. In addition, any significant changes relating to the Trustees’ selection and
deselection criteria that the Investment Adviser is aware of will be highlighted, which may lead to a change in the
Investment Adviser’s rating for a particular mandate.

These ratings help to determine an Investment Manager’s ongoing role in implementing the investment strategy. If there
are concerns, the Trustees may carry out a more in-depth review of a particular Investment Manager. Investment
Managers will also attend Trustees meetings as requested.

The Investment Adviser has also carried out a review of how well the Trustees’ guidelines in relation to ESG factors are
incorporated into each Investment Manager’s processes and the Trustees will re-assess progress on ESG issues periodically.

Fund manager remuneration is considered as part of the manager selection process. It is also monitored regularly with the
help of the Investment Adviser to ensure it is in line with the Trustees’ policies and with fee levels deemed by the
Investment Adviser to be appropriate for the particular asset class and fund type.

In addition the Trustees will consider whether or not the Investment Manager:

> is carrying out any rebalancing function competently; and

>
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07.01 Investment Manager
The Trustees will ensure that the fees and expenses in the selected pooled funds are consistent with levels typically
available in the industry for both active and passive funds.

07.02 Advisers
Fees paid to the Advisers are based either on actual time spent and hourly rates for relevant individuals, or on fixed fees
agreed in advance for specifically defined projects.

07.03 Custodian
There is no custodian appointed directly by the Trustees. The Trustees invest in pooled funds which have their own
custodial arrangements.

07 Fees
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The Trustees recognise a number of risks involved in the investment of assets of the Scheme:

> The risk of failing to meet the objectives as set out in Section 3 – the Trustees will regularly monitor the investments to
mitigate this risk.

> The risk of adverse consequences arising through a mismatch between the Scheme’s assets and its liabilities. This is
addressed through the asset allocation strategy and through regular actuarial and investment reviews and the funding
target.

> Risk of lack of diversification of investments – addressed through investing in pooled funds.

> Risk of holding assets that cannot be easily sold should the need arise – addressed through the use of pooled funds, the
majority of which have frequent redemption dates, and by ensuring the Scheme’s investment is not disproportionate
relative to the overall size of the pooled fund(s) .

> Underperformance risk – addressed through monitoring closely the performance of each fund and taking necessary
action when this is not satisfactory.

>
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09.01 Statutory Funding Requirement
The Trustees will obtain and consider proper advice on the question of whether the investments are satisfactory having
regard to both the investment objectives and the requirement to meet statutory funding requirements. The funding
position is reviewed periodically by the Scheme Actuary, with a full actuarial valuation every three years.

The Trustees will consider with the Advisers whether the results of these actuarial valuations suggest that any change to
investment strategy is necessary to ensure continued compliance with the statutory funding requirement.

09.02 Environmental, Social and Governance issues and Stewardship
The Trustees have considered their approach to environmental, social and corporate governance (“ESG”) factors and
believe there can be financially material risks relating to them. The Trustees have delegated the ongoing monitoring and
management of ESG risks (including those related to climate change) to the Scheme’s Investment Manager. The Trustees
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A.03 Investment Adviser
The Investment Adviser will be responsible for, amongst other things:

> Participating with the Trustees in reviews of this SIP.

> Advising the Trustees how any changes within the Scheme’s benefits, membership and funding position may affect the
manner in which the assets should be invested.

> Advising the Trustees of any changes in the Scheme’s Investment Manager that could affect the interests of the Scheme.

> Advising the Trustees of any changes in the investment environment that could either present opportunities or problems
for the Scheme.

> Advising the Trustees before they make any investment decision to buy or sell any investment (otherwise than under the
Investment Manager’s rebalancing mandate).

> Undertaking reviews of the Scheme’s investment arrangements including reviews of the asset allocation policy and
current Investment Manager, and selection of new managers/custodians/performance measurers, as appropriate and as
instructed by the Trustees.

A.04 Scheme Actuary
The Scheme Actuary will be responsible for, amongst other things:

> Liaising with the Investment Adviser (if appropriate) on the suitability of the Scheme’s investment strategy.

> Performing the triennial (or more frequently as required) valuations and advising on the appropriate contribution levels.

> Commenting on the appropriateness of the investment strategy relative to the liabilities of the Scheme at the triennial
valuations.

> Advising the Trustees and Investment Adviser (if appropriate) of any changes to contribution levels and funding level.

Responsibilities
continued
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For ease of monitoring and good governance the Trustees have purchased pooled funds managed by one Investment
Manager, LGIM, to manage the assets of the Scheme.

Manager Fund % Investment Style

LGIM Dynamic Diversified Fund 10.0% Active

LGIM Future World Global Equity Index Fund 10.0% Passive

LGIM Future World Global Equity Index Fund – GBP Hedged 10.0% Passive

LGIM Matching Core Real Short Fund 5.0% Passive

LGIM Matching Core Real Long Fund 5.0% Passive

LGIM Maturing Buy and Maintain Credit Fund 2035 -2039 22.5% Active

LGIM Maturing Buy and Maintain Credit Fund 2040 -2054 32.5% Active

LGIM Sterling Liquidity Fund 5.0% Passive

This strategy achieved an estimated level of hedging of 68% against interest rate risk and 45% against inflation risk as at
28 February 2023. These hedge ratios are calculated against the Scheme’s liabilities, calculated on the current Technical
Provisions basis. The allocations may be rebalanced in future as the hedging level varies, or the Trustees’ targets are
updated.

Appendix B
Pooled funds
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B.01 Benchmark Returns and Performance Monitoring
The Trustees have agreed the following performance target with LGIM:

Fund Benchmark Index Objective

LGIM Dynamic Diversified Fund Bank of England Base Rate +
4.5% p.a. (gross of fees)

Match the return of the Benchmark over a full
market cycle

LGIM Future World Global Equity
Index Fund

Solactive L&G ESG Global
Markets Index (gross of fees)

Match the return of the Benchmark (less
withholding tax where applicable) to within
+/-0.60% p.a. for two years out of three.

LGIM Future World Global Equity
Index Fund – GBP Hedged

Solactive L&G ESG Global
Markets –Index - GBP Hedged
(gross of fees)

Match the return of the Benchmark (less
withholding tax where applicable) to within
+/-0.60% p.a. for two years out of three.

LGIM Matching Core Real Short Fund Markit iBoxx - Real Short To deliver nominal and inflation linked returns

LGIM Matching Core Real Long Fund Markit iBoxx - Real Long To deliver nominal and inflation linked returns

LGIM Maturing Buy and Maintain
Credit Fund 2035 - 2039

N/A1
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